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SUBJ: IRAN ABANDONS FIVE-YEAR DEVELOPMENT PLANNING 

1 . SUMMARY: BEGIN CONFIDENTIAL: THE SHAH ANNOUNCED OCTOBER 15 THAT 
THE 

SYSTEM OF FIVE YEAR DEVELOPMENT ECONOMIC PLANS AS KNOWN HERETOFORE 
WILL BE ABOLISHED. SENIOR GOI OFFICIALS CONFIRMED THE SHAH'S NEW 
DIRECTIVE FOR STUDY AND IDENTIFICATION OF LONG-TERM NATIONAL OB- 
JECTIVES. IT IS NOT YET CLEAR WHETHER OR NOT A NATIONAL OBJECTIVES 
PLAN DOCUMENT WILL EMERGE OR WHETHER IT WILL GO THE THE PARLIAMENT 
FOR DEBATE AND ENACTMENT. BEST INFORMATION SUGGESTS THAT THE NEXT 
ECONOMIC DOCUMENT WILL BE THE 2537 BUDGET. WHICH SHOULD APPEAR IN 
EARLY 1978. THE FAILURE TO RECONCILE THE PRESENTLY-IDENTIFIED 
WIDE GAP BETWEEN AGGREGATE RESOURCE REQUIREMENTS AND LOWER ACTUAL 
CAPACITIES, AS COULD HAVE OCCURRED IN A SIXTH PLAN PROCESS, DIMIN- 
ISHES CONSIDERABLY PROSPECTS FOR SHORT-TERM SOLUTIONS TO ECONOMIC 
IMBALANCES AND UNHEALTHY TRENDS. END SUMMARY. 

2. BEGIN UNCLASSIFIED. THE SHAH, IN AN AUDIENCE OCTOBER 15 WITH 
PARLIAMENTARY LEADERSHIP. ANNOUNCED THAT THE PAST SYSTEM OF ECONOMIC 
PLANNING FOR FIVE YEARS WILL BE ABOLISHED AND YEARLY PLANS 

WILL BE PREPARED INSTEAD. NEWSPAPER ACCOUNTS REPORTED HIS REASON- 
ING THAT WHEREAS IN THE PAST SOME PROJECTS HAVE LINGERED AS MUCH 
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AS TEN YEARS EITHER BECAUSE OF NEGLIGENCE OR MISCALCULATION, BY 
WORKING WITH A YEAR TO YEAR BUDGET OR SPECIAL LEGISLATION THE 
COUNTRY WILL HAVE A BALANCE SHEET AT THE END OF THE YEAR AND CAN 
PLAN FOR THE NEXT YEAR WITH A MORE ACCURATE KNOWLEDTE OF THE STATE 
OF AFFAIRS. END UNCLASSIFIED. 

3. BEGIN CONFIDENTIAL: SOURCES IN THE PLAN AND BUDGET ORGANIZA- 
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TION (PBO) REPORT THAT NO DISCUSSIONS HAVE OCCURRED ON A CABINET 
OR INTER-AGENCY BASIS CONCERNING THE SIXTH PLAN SINCE THE GOVERN- 
MENT CHANGED AUGUST 7. WORK ON THE SIXTH PLAN HAD BUILT TO A 
CLIMAX OVER TWO YEARS BY JULY WHEN AN ENORMOUS GAP DEVELOPED BETWEEN 
PBO-IDENTIFIED NATIONAL RESOURCES FOR 1978-1983 AND DEVELOPMENT 
PLANS ADVANCED BY THE MINISTRIES. THE REPORTED CAP BETWEEN RE- 
SOURCES AND MINISTERIAL PROJECTS REACHED 200-300 PERCENT. IN THE 
SUCCEEDING MONTHS, A PRIME REASON FOR THE ABSENCE OF ATTENTION TO 
THE SIXTH PLAN WAS FOUND IN THE NEW CABINET, WHICH REQUIRED TIME 
TO IDENTIFY ITS SECOND LEVEL AND LEARN THE JOB. YET THERE WAS 
SPECULATION THAT THE PLAN, HERETOFORE EXPECTED IN OCTOBER , MIGHT 
BE A TEN YEAR PLAN OR THAT THE CURRENT FIFTH PLAN MIGHT BE EXTENDED 
FOR SEVERAL YEARS IN ORDER TO ACCOMPLISH MORE OF ITS OBJECTIVES. 

4. PBO SOURCES SAY THAT PBO MINISTER YEGANEH IS GIVEN TO DETAIL 
AND DOES NOT CONVEY CLEARLY A SENSE OF DIRECTION; FURTHER, THE PBO 
CONTINUES TO FUNCTION UNDER THE STIGMA OF A PERCEIVED DISCREDITING 
BY THE SHAH. NONE OF THE UNDERSECRETARIES HAS BEEN REMOVED AS YET 
BUT SOURCES SPEAK OF A CONTINUING UNCERTAINLY OF THEIR POSITION 
AND PBO'S OVERALL ROLE. FOR EXAMPLE, THE SHAH'S INITIAL INTENT 

TO TRANSFER THE BUDGET FUNCTION TO MINISTER ANSARY'S PROTFOLIO WAS 
RESCINDED, BUT NEITHER IS IT CERTAIN TI WILL STAY AT PBO. IN RE- 
CENT WEEKS, PBO LEADERSHIP DID LEARN THAT THE NEW THRUST, PRESUM- 
ABLY FROM THE SHAH, WAS TO IDENTIFY LONG-TERM "NATIONAL OBJECTIVES" 

(E.G. YEAR 2000) AND, HAVING DONE THAT, SECTORAL AND INTRA-SECTORAL 
GOALS WERE TO BE IDENTIFIED AND PROJECTS SUBJECTED TO PROGRAM 
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EVALUATION REVIEW TECHNIQUE METHODOLOGY. PBO APPARAENTLY WILL BE 
RESPONSIBLE FOR THIS. 

5. WHAT EMERGES FROM OUR SENIOR LEVEL PBO AND MINISTRY QUERIES IS 

THAT DEVELOPMENT PLANNING AS REPRESENTED HERETOFORE IN PARLIAMENTARY 
APPROVED FIVE OR SEVEN YEAR AUTHORIZATIONS HAS BEEN ABONDONED. WHETH 
ER 

OR NOT THE PBO PRODUCES A DOCUMENT ON ECONOMIC OBJECTIVES AS A GUIDE 
AND WHETHER THAT DOCUMENT RECEIVES PARLIAMENTARY APPROVAL IS NOT 
KNOWN AND SOURCES SAY THESE ISSUES ARE NOW UNDER DISCUSSION. IN ANY 
CASE, NO PLAN SHOULD BE EXPECTED, AS ANTICIPATED, IN OCTOBER NOR IS 
IT LIKFELY THAT NAY DOCUMENT WILL EMERGE BEFORE THE 2537 BUDGET, WHIC 
H 

NORMALLY APPEARS IN JANUARY. THE SHAH IN HIS OCTOBER 15 AUDIENCE 
IDENTIFIED AS A REASON FOR REJECTION OF THE TRADITIONAL PLANNING 
CONCEPT THE INABILITY TO COMPLETE ALL PROJECTS WITHIN A FIVE YEAR 
SPAN. IT IS THIS, PERHAPS UNNECESSARILY, BUILT-IN FRUSTRATION WHICH 
IS APPARENTLY SEEN AS THE SOURCE OF OVER-COMMITMENT OF RESOURCES 
WHICH IS FEEDING INFLATION AND BASIC DISEQUILIBRIUM IN THE ECONOMY. 

6. COMMENT: THE FUTURE ROLE OF CENTRAL PLANNING IS NOT KNOWN. MORAL 
E 
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IN PBO'S PLANNING BUREAUS IS UNDERSTANDABLY AT A LOW POINT, GIVEN 
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THE REJECTION OF THE SIXTH PLAN CONCEPT. NONETHELESS, AS AN 
UNDERSECRETARY IN THE MINISTRY OF ECONOMIC AFFAIRS AND FINANCE 
CONCEDED, ONLY PBO CAN PROVIDE THE "FRESH LOOK" AT DEVELOPMENT 
PROGRESS AND RECOMMEND CONTINUATION, STRETCHOUT OR MODIFICATIONS 
OF INDIVIDUAL PROJECTS IN ORDER TO ACHIEVE BETTER BALANCE WITHIN 
EXISTING CAPACITIES BECAUSE ONLY PBO HAS THE BROAD VIEW CAPACITY. 
BUT PROSPECTS FOR ACHIEVING THIS "FRESH VIEW" IN TIME TO AFFECT 
THE 2537 BUDGET ARE DIM. THE AMOUZEGAR GOVERNMENT HAS NOT YET HAD 
TIME TO COME TO GRIPS WITH BASIC PROBLEMS AND THUS IN RECENT 
MONTHS THE GOVERNMENT CONVEYED A STATE OF PARALYSIS IN ECONOMIC 
POLICY. BY FAILING TO RESOLVE THE FUNDAMENTAL ISSUE WHICH 
EMERGED IN JUNE/JULY, I.E. THE TREMENDOUS GAP BETWEEN ASPIRATIONS 
AND IDENTIFIED RESOURCES, PRESENT IMBALANCES AND TRENDS ARE 
EFFECTIVELY EXTENDED FOR THE SHORT-RUN. 

7. THE INVOLVEMENT OF THE PLANNING FUNCTION WITH THE BUDGET 
PROCESS IS ESSENTIAL. BUT WHILE GENERALLY SEEN AS NOW ABSENT 
IN THE SHORT RUN, ITS ROLE IN THE MEDIUM TO LONG TERM MAY BE MORE 
PROMISING. A DISCREDITING OF PLANNING BECAUSE OF PRESENT PROB 
LEMS MAY INITIALLY HAVE BEEN AA EASY REACTION TO FRUSTRATING 
ECONOMIC CONDITIONS BUT MAY NOW BE SEEN AS AN UNWISE DISCREDITING 
OF A CONCEPT-COORDINATED PLANNING-RATHER THAN INSTITUTIONAL 
FACTORS. THE PRESENT IMBALANCES AND RECENT RECORD OF RESOURCE 
DISSIPATION RESULTED LARGELY FROM MINISTERIAL CARTE BLANCHE IN THE 
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1974/75 PERIOD. PBO'S RECORD IS NOT BLAMELESS IN ITS PROJECT 
SUPER VISION AND DECISIONS AMONG PROJECTS IN THE SUBSEQUENT 
PERIOD WHEN ITS POWERS WERE RESTORED OWING TO IRAN'S FINANCIAL 
CONSTRAINTS BUT THEN ITS TASK WAS DIFFICULT, IF NOT IMPOSSIBLE, 

GIVEN IRAN'S DECISION MAKING PROCESS AND THE MAGNITUDE OF RESOURCES 
ALREADY COMMITTED BY CONTRACTS. A POSTPONEMENT OF TOUGH RESOURCE 
ALLOCATION DECISIONS AND RESORT TO THE BUDGET (NOTABLY A PICE- 
MEAL APPROACH) PROCESS TO ACHIEVE ECONOMIC POLICY AND BALANCED 
GROWTH AT LEAST IN THE SHORT-RUN IS UNFORTUNATE. RESPECT- 
IVE MINISTERIAL ASPIRATIONS, WITHIN THE COMPETITIVE POLITICAL AWARDS 
GAME, WILL CONTINUE TO HAVE REIGN, EXACERBATING THE PRESENT 
STRUCTURAL DISPARATIES AND RUINOUS TRENDS SUCH AS HIGH INFLATION, 
SPIRALING WAGES, LAGGING INVESTMENT AND DECLINING PRODUCTIVITY. 

IN ACTION IN PRESENT ECONOMIC CIRCUMSTANCES IS COSTLY AND EMBASSY 
AGREES WITH INFORMED CONTACTS THAT IT IS HIGH TIME FOR THE 
PRIME MINISTER, AND SPECIFICALLY PBO MINISTER YEGANEH, TO ACCEPT THE 
VARI- 

TIES OF CURRENT AND PROSPECTIVE ABSORPTIVE CAPACITIES AND 
FORCE DICISIONS, HOWEVER DIFFICULT POLITICALLY, 

FAVORING RESTRAINT AND BALANCE. END COMMENT. 
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